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Netherlands Prepayment of IBRD Lent 


The International Bank for Reconstruction and Devel- 
opment announced on August 12 that the Government 
of the Netherlands had prepaid 52,215,000 U.S. dollars 
and 12,498,000 Belgian francs on a 25-year loan received 
from the Bank on August 7, 1947. The prepayment will 
cover the longest maturities on the loan, those falling due 
in the years 1970, 1971, and 1972. Originally, the loan 
amounted to $195,000,000, of which $190,362,000 was 
outstanding at the time of the prepayment; it will be re- 
duced to $137,861,000 as a result of the transaction. 

On announcing the prepayment, Mr. Eugene R. Black, 
President of the International Bank, said that “in view 
of this large prepayment and of the recent substantial 
increase in sales to investors from the Bank’s loan port- 
folio, without its guarantee, the Bank has changed its 
plans about financing this autumn, and does not now 
expect to sell any new issue in the United States during 
the remainder of 1954.” 

Over the years the Bank sold various maturities of the 
Netherlands loan, aggregating the equivalent of 
$13,335,788, to investors both in the United States and 
abroad. The equivalent of $4,633,000 of these obligations 
was repaid previously by the Netherlands, and 
$8,703,000 is still outstanding and in the hands of in- 
vestors. These investors were given the option of having 
their holdings prepaid by the Netherlands. None of them, 
however, elected to accept the offer of prepayment. 

In addition to the $195,000,000 loan to the Govern- 
ment, the Bank has lent $34,000,000 to other borrowers 
in the Netherlands for the purchase of ships, aircraft, and 
industrial machinery. The record of these loans shows 
that all payments of interest and principal have been 
made on or before the due dates by the Government and 


other borrowers. Of the total of $229,000,000 lent in the 


Europe 
Relaxation of Controls on Sales fo Soviet Countries 


An extra £5 million of U.K. exports to Soviet coun- 
tries is expected to follow immediately the relaxation of 
controls on such exports which will take effect on Au- 
gust 16. This is the approximate value of U.S.S.R. orders 
previously held up for lack of export licenses and now 
validated. The exports will include a number of machine 
tools previously on the embargo list and some electric 
generators larger than the maximum size hitherto permit- 
ted. It is estimated that additional orders, totaling about 





Netherlands, the equivalent of $72,664,000 has been re- 
paid and $7,548,000 has been canceled at the request of 
a borrower. The total amount now outstanding on loans 
in the Netherlands is $148,788,000. 


In commenting on the prepayment, Mr. Black stated: 


“The $195,000,000 loan to the Netherlands was made 
at a critical point in the Netherlands’ reconstruction ef- 
fort. After undergoing particularly severe wartime devas- 
tation, and having suffered the loss of much of her over- 
seas territories and assets, the Netherlands was obliged to 
seek large amounts of external assistance to rehabilitate 
and develop her agriculture, industry, and merchant 
marine. The Bank’s loan enabled the Netherlands to 
purchase abroad ships, machinery, and materials vital 
to the restoration of her productive capacity and her 
export potential. 


“The Netherlands’ recovery since the time of the loan 
has been impressive. Industrial production has risen by 
almost 80 per cent from 1947 to the first five months of 
1954. Exports have increased almost fivefold. Gold and 
foreign exchange holdings of the Netherlands Bank rose 
from the equivalent of about $350,000,000 at the end of 
1947 to about $1,220,000,000 on June 30, 1954. The 
Netherlands is now resuming its prewar role as a capital- 
exporting country. The decision to repay in advance of 
maturity a large part of its indebtedness to the Interna- 
tional Bank, and the recent successful flotations of a 
f 40,000,000 issue by the Bank and of a f 100,000,000 
issue by Belgium on the Netherlands capital market are 
important evidence of this regained position.” 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
August 12, 1954. 





£15 million, are still outstanding for which licenses are 
not being granted; probably about half of this total con- 
sists of orders for steel rolling mill equipment. 

Since the policy of the NATO Control Committee is 
not to publish full data on the restrictions remaining in 
force, the over-all impact of the changes in the embargo 
list cannot be judged; however, some of the more im- 
portant effects are known. A considerable number of 
machine tools have been taken off the list; restrictions on 
exports of electrical equipment have been eased; copper 
wire and other fabricated copper products—but not 
copper itself—may now be exported; lead, which was 
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previously subject to quantitative controls, is now free. 
Restrictions on raw material exports, hitherto mostly 
subject to quantitative limitations, have been reduced 
drastically; 80 of the 90 items previously on the “quan- 
titative control list” have been freed, but 10 more items 
have been transferred from the “embargo list.” Exports 
of fishing vessels are now completely free; a final deci- 
sion has not yet been made on cargo vessels though it is 
expected that limitations will apply to total tonnage rather 
than to the size of individual vessels. Tankers remain 
subject to complete embargo. 


Source: The Financial Times, London, 


July 30, 1954. 


England, 


Sterling Area Reserves 


Despite special payments, totaling almost $99 million, 
to European countries under bilateral agreements for the 
extension of EPU (see this News Survey, Vol. VII, p. 27), 
the sterling area recorded a gold and dollar deficit of 
only $4 million in July, and the central reserves de- 
clined by that amount, to $3,013 million. Defense aid 
received from the United States was $15 million, while 
$4. million was received from the last monthly EPU set- 
tlement (June) on the old basis. Therefore, if special 
payments were excluded, the “ordinary” surplus for the 
month would have been $76 million. This is regarded as 
very satisfactory for a midsummer month when, for 
seasonal reasons, outward dollar payments generally are 
high. In July the United Kingdom had a £9 million 
surplus with EPU, which will be settled this month, half 
in gold and half in credit. 

Commenting on these developments, the Financial 
Times notes that the “ordinary” surplus in July was ex- 
ceeded in April and May but only because of the large in- 
flow of capital in those months. The high July figure 
suggests that no outflow of capital was taking place, and 
that the authorities were right in interpreting the earlier 
inflow as a once-for-all movement. Three explanations 
are offered of the July result, which occurred at a time 
when reduced commodity expenditures by dollar coun- 
tries are usually matched by increased expenditures, es- 
pecially by tourists, in Europe. First, the terms of trade 
have been changing in favor of the sterling area, owing 
to lower prices for dollar commodities—especially wheat 
—and firm or rising prices for sterling commodities— 
notably cocoa, rubber, wool, and tea. At the same time, 
changes in the volume of trade have been favorable to the 
sterling area, U. S. purchases of sterling goods tending 
to rise while U.K. dollar imports were 20 per cent lower 
in value in the first five months of 1954 than in the 
corresponding period in 1953. Secondly, while direct 
U.S. aid and the special dollar imports associated with 
it have been low and are decreasing, offshore purchases 
by the United States, and presumably the payments for 
them, have been rising. Thirdly, despite the recent liberali- 
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zation of OEEC imports into the United Kingdom, the 
usual seasonal pattern of payments with Europe has been 
offset mainly by higher purchases in the outer sterling 
area by France and Germany, following the rise in 
industrial production in those countries. 


Source: The Financial Times, London, England, Au- 
gust 5, 1954. 


Money Supply and Credit in France 


A provisional report of the Conseil National du Credit 
states that, from the end of December 1953 to the end 
of May 1954, changes in the money supply and credit 
in France were relatively moderate, with the exception 
of visible gold and foreign exchange holdings, which 
increased sharply—by 74 billion francs, or 33 per cent. 
The money supply increased from 4,630 billion francs 
to 4,715 billion, or by 2 per cent. Loans by the banking 
system rose by 34 billion francs, or slightly more than 
1 per cent; in the first three months they declined by 
60 billion francs, partly as a result of seasonal changes, 
but then rose again in April and May, as economic ac- 
tivity increased..-Outside the banking system, the special- 
ized institutions, such as Caisse des Depdts and Credit 
National, extended additional medium-term loans; for the 
first three months of the year, such loans amounted to 
11 billion francs. Figures on credit extensions to the 
Government, which are available for the first six months, 
show an increase of 40 billion francs; in the correspond- 
ing period of 1953, the increase had been 210 billion 


francs. 


Source: Le Monde, Paris, France, August 1, 1954. 


Denmark's Foreign Exchange Holdings 


During the last two weeks of July Danish foreign ex- 
change holdings improved slightly, rising by DKr 2.3 
million. However, this increase was not sufficient to offset 
the loss during the first two weeks, and at the end of July 
holdings were DKr 18 million less than at the end of 
June. For the first seven months of the year, the drain 
on the reserves amounted to DKr 325 million (US$47 
million). 

The decrease in July was considerably less than that in 
June (see this News Survey, Vol. VII, p. 20), and the 
improvement is expected to continue, as the measures 
announced by the Government in June and July to al- 
leviate the pressure on the foreign exchange reserves will 
begin to take effect. Also, as an additional measure to 
reduce expenditures, the Government has proposed to 
Parliament that the period of required military training 
be changed from 18 months to 16 months, and that, at a 
later date, there should be two periods of 30 days each 
of retraining. 


Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, August 1-7, 1954. 





mM €X- 
r 23 
offset 
F July 
nd of 
drain 


JS$47 


hat in 
d the 
asures 
to al- 
ss will 
ire to 
ed to 
aining 
, at a 
; each 


sopen- 


INTERNATIONAL FINANCIAL News Survey, August 13, 1954 


Danish-Soviet Trade 


A Danish trade mission has negotiated a new DKr 300- 
500 million trade agreement with the U.S.S.R., which 
would mean a substantial increase in the trade between 
the two countries. The signing of the agreement has 
been postponed, however, because Denmark has declined 
to deliver two tankers as part of the new agreement, 
since tankers are on the list of strategic materials which 
the Western countries have agreed not to ship to the 
Soviet bloc (see this News Survey, Vol. VI, p. 109). Den- 
mark has offered to export other ships, valued at DKr 107 
million, in place of the ships, including the two tankers, 
valued at DKr 77 million, desired by the U.S.S.R. As 
long as a trade agreement is not signed, some trade 
between the two countries will be carried on with pay- 
ments in free currencies. 


Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, July 25-31, 1954. 


Finnish Short-Term Loan 


The Finnish Government has issued a 51-year, 6 per 
cent, 3.5 billion markka loan. The high interest rate, 
together with the fact that the bonds are tax exempt, is 
intended to be an incentive for the public to save. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, August 4, 1954. 


Italian Foreign Trade 


The value of Italian exports rose by more than 10 
per cent in the first five months of 1954, while the value 
of imports increased by only 1.6 per cent. Over 70 per 
cent of Italy’s imports and 68 per cent of total exports 
were with the EPU countries. The Italian deficit in EPU 
during the first five months of this year was about the 
same as in the first five months of 1953. The trade 
deficit with the dollar area was reduced from $143 mil- 
lion to $104 million, largely because of decreases in 
dollar wheat, cotton, and coal purchases. Although the 
crops were not very good, fruit and vegetable exports, 
one of the main items in Italy’s foreign trade, increased 
to 820,000 tons this year, from 650,000 tons last year. 

Despite this improvement, the’ Italian Minister for 
Foreign Trade, Mr. Martinelli, has expressed concern 
over the general trend of Italy’s foreign trade. Since the 
expansion of Italian exports has slowed down in the last 
few months, Mr. Martinelli has stated that a drive must 
be made to increase exports. Government plans in this 
respect include an expansion of trade representation 
abroad. Thirty-four new commercial departments will 
be opened at Italian Embassies. The Government’s yearly 
grant to the Istituto per il Commercio Estero for market 
research will be increased from $64,000 to $484,000. 

In regard to liberalization, Mr. Martinelli has said 
that, owing to the structure of its foreign trade, Italy 
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cannot adopt a “rigid” import policy. Italian exports 
benefit from the freedom of markets, and they tend. to 
diminish when the choice of imports is settled by bi- 
lateral negotiations. “For this reason,” Mr. Martinelli 
has stated, “the Government would view with concern an 
eventual reduction of the level of liberalization.” 

Source: The Financial Times, London, England, Au- 

gust 3, 1954. 


Greek Credit Policy 


Under a recent decision of the Greek Currency Com- 
mittee, effective July 1, an amount equal to 50 per cent 
of the increase in deposits of private individuals and 
firms in commercial banks will be withdrawn by the 
Bank of Greece. The transfer of funds is to be effected 
through a reduction of the funds of public institutions 
which, pursuant to the law, are first deposited with the 
bank of Greece and then, on the basis of criteria estab- 
lished by the Currency Committee, allocated to com- 
mercial banks. The sums thus withdrawn will be used 
directly by the Bank of Greece for loans to the private 
sector. This will help to reduce the reliance on new 
money issues for financing agriculture and business. Al- 
though Bank of Greece funds as a proportion of total 
credit outstanding have been reduced somewhat in recent 
years, they still accounted for 61.1 per cent of the total 
at the end of May. 

Since February, commercial banks’ deposits have 
slightly exceeded the note circulation for the first time 
in the postwar period. On May 31, these deposits were 
107 per cent of the note circulation, against 325 per cent 
at the end of 1938. Deposits of public institutions, which 
are in fact compulsory, represented 36.8 per cent of total 
deposits; the comparable figure on December 30, 1938 
was 13.6 per cent. 

Under another decision of the Currency Committee, 
the maximum interest rate which banks are allowed to 
pay to all kinds of depositors cannot exceed 7 per cent 
per annum; previously, the rate paid was reported to 
exceed 8 per cent—in many cases substantially. Also, 
effective August 1, the rate of interest paid to public 
institutions on funds deposited with the Bank of Greece 
was reduced from 5 per cent to 4 per cent per annum. 


Sources: To Vima, Athens, Greece, July 15 and 17, 1954. 


Germany's Foreign Exchange Holdings 


The foreign exchange holdings of the Federal Republic 
of Germany have continued to increase steadily and at 
present they are about equal to the amount of banknotes 
in circulation. The increase has occurred despite the 
greater liberalization of imports, the increasing number 
of German tourists going abroad and their record ex- 
penditures, the sizable transfer payments under the Lon- 
don Debt Agreement and the Reparations Agreement with 
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Israel, and the unfreezing of the sperrmark balances. In 
the first half of 1953 the gold and foreign exchange re- 
serves increased by DM 1,339 million; in the second 
half, by DM 2,066 million; and in the current year, up 
to July 23, by DM 1,735 million. In July they exceeded 
DM 10 billion. 

Almost two thirds of present holdings consist of gold 
and dollars. The reserves would be sufficient for imports 
for about a half year, and in this respect there can be 
little doubt that they have reached the level necessary 
for convertibility. 

There is also little doubt that the foreign exchange 
reserves have not yet reached their highest point, and 
that the German balance of payments will yield further 
surpluses. During the first half of this year, the surplus 
on current account amounted to DM 1,440 million, which 
is almost exactly equal to the trade surplus (DM 1,431 
million). Although the rate of increase of foreign ex- 
change holdings has been slowing down since spring, the 
trend is still upward. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 4, 1954. 


German-Egyptian Trade and Payments Agreements 


The German-Egyptian trade and payments agreements 
have been renewed, with some modifications, for one 
year ending August 1955. According to the renewed 
trade agreement, Egyptian exports of food and industrial 
products will be facilitated by an increase in the German 
import quotas for such goods. German customs duties on 
Egyptian cotton yarn were reduced to 8 per cent for a 
quota of 200 tons per annum, effective as of January 1, 
1955. 

The upper limit of indebtedness in the payments agree- 
ment remains at LE 5.2 million (US$15 million); but 
when the indebtedness reaches LE 3.5 million, the debtor 
country can restrict its imports from the other country 
until the debt is reduced. The agreement has been ex- 
tended to cover German debt payments to Egypt, in 
accordance with the London Debt Agreement, the pay- 
ments to be made at the official rate of exchange. 

In order to assist Egypt in financing its development 
program, the German Government has agreed that ma- 
chinery and equipment for industrial purposes can be 
exported to Egypt and that payment can be made within 
five years. Payment will be settled outside the “import 
entitlement account.” The German Government has guar- 
anteed, up to DM 65 million, the payment of Egyptian 
debts arising from the receipt of such industrial machin- 
ery and equipment. To obtain this guarantee, each 
transaction must be submitted to the German authorities 
before it is concluded. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, August 2, 1954; Al Ahram, 
Cairo, Egypt, August 3 and 4, 1954. 
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Austrian Economic Developments 


The Austrian economy was strengthened further during 
the first six months of 1954. Industrial production, pro- 
ductivity, and employment improved steadily. The num- 
ber of unemployed, which was 300,000 last winter, de- 
creased in July to 120,000, or 6 per cent of the labor 
force. As a result of tariff adjustments, the import liber- 
alization measures—introduced in July 1953 and further 
expanded in May 1954 (see this News Survey, Vol. VI, 
p. 393)—have not, to any noticeable extent, affected pro- 
duction or the internal price structure, except for such 
articles as cars, cameras, and certain types of machinery. 
Although the cost of living index in May was 7.7 per cent 
higher than in May 1953, real wages are estimated to 
have improved, in view of an increase in net money 
wages, which was brought about by wage increases, and 
of the income tax reductions that became effective on 
January 1. 


The balance of payments position has shown further 
improvement. Instead of the traditional import surplus, 
there was a small export surplus in the first five months 
of this year. Austria’s most important trading partner 
is the Federal Republic of Germany, which accounts for 
even a larger part of Austria’s total foreign trade than 
did the German Reich before the war. Foreign trade 
developments, coupled with increased earnings from 
tourism, have contributed to a substantial increase in 
official gold and exchange reserves. At mid-July, these 
reserves exceeded 9,300 million schillings (about US$358 
million), thus providing an 85 per cent monetary cover 
to the note circulation. The view has been expressed 
that recent external account developments would justify 
a further liberalization of Austria’s foreign exchange 
policy. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany, July 20, 1954. 


Middle East 
Bank Reserves in Egypt 


The Supreme Committee for Currency and Credit, 
under the chairmanship of the Minister of Finance, has 
decided to reduce the legal minimum of commercial 
banks’ reserves held by the National Bank of Egypt from 
15 per cent to 12.5 per cent of their current deposits. 
It is estimated that LE 5 million will thus be released 
from required reserves. As a result of this change, banks 
are expected to be in an improved position to finance 
the cotton crop and a number of commercial and indus- 
trial projects, in conformity with the Government's 
economic revival policy. 


Source: Al Ahram, Cairo, Egypt, July 22, 1954. 
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jranian Exchange System 


The Government of Iran has introduced a new set 
of exchange regulations, effective August 2, 1954. The 
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1, pro- 
, a new rates represent an appreciation of the Iranian rial, 
sr, de. | of approximately 6 per cent. The buying rate for com- 
labor | mercial exchange is Rls 82 per U.S. dollar and the selling 
liber. [| rate is Rls 84.50. The noncommercial buying rate is 
‘urther | Ris 78 per U.S. dollar and the selling rate is Rls 80. 
ol. VI, | The noncommercial rate will be applicable to students’ 
-d pro- f expenses and other “invisible” items. The previous 
r such | arrangement whereby exporters had to surrender 5 per 
hinery. | cent of their proceeds at the official rate of Rls 32.00 has 
er cent | been eliminated. Persons importing either through private 
ited to } barter arrangements or by use of “own exchange” will 
money | have to pay authorized banks Rls 2 per U.S. dollar. 
2s, and | Orderly cross rates will be maintained for all other 
ive on | currencies. 
Source: Keyhan, Teheran, Iran, August 1, 1954. 
further } Terms of the Iranian Oil Agreement 
_ Under the Iranian oil agreement, details of which 
were published on August 5, effective control of the 
orien Abadan refinery and the main Iranian oil fields passes 
‘sam to an international consortium of eight companies. The 
aia consortium will have the use of the assets for the next 
oes twenty-five years, with three five-year options to renew. 
oe The agreement will be presented shortly to the Majlis for 
dian: ratification, and it is expected that another two months 
188358 will elapse before final arrangements are completed and 
Iranian oil starts moving into world trade. 
F oe The Anglo-Iranian Oil Company will receive £25 mil- 
rims lion directly from the Government of Iran, representing 
an payment for certain assets within its previous concession 
uneng area and compensation for losses since 1951. It will be 
payable in cash over a ten-year period commencing 
urt am | January 1, 1957. In addition, the AIOC will receive a 
much larger amount from the other members of the 
consortium in return for their participation in the Iranian 
operation. The company has the largest single share 
(40 per cent) in the new consortium; the other member 
companies are Compagnie Frangaise des Petroles, Gulf 
Oil, Royal Dutch, Shell, Socony-Vacuum, Standard Oil of 
Credit, } California, and The Texas Company. 
ce, has The new industry will consist of four companies. Two 
mercial | will be registered in Iran and incorporated under Neth- 
pt from f erlands law; one of these two companies will control 
leposits. J the Abadan refinery and its ancillaries, and the other 
released § will control the oil fields. Iran will have two of the seven 
», banks | seats on the Boards of these two companies. The other 
finance | ‘Wo companies will be registered in London; one will 
1 indus. | be the main controlling company, holding all shares in 
saatieil the two Iranian registered companies; the other will 





handle procurement of all supplies. 
Under the new arrangements, the Government of Iran 
will receive no direct payment but will levy a 50 per cent 
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tax on the consortium’s profits on the guaranteed mini- 
mum production, and will allow discounts on profits 
earned on production in excess of this minimum. The 
effect will be to give Iran an estimated income of about 
£150 million over a three-year period at present prices 
and costs: £31 million in the first year, £50 million in the 
second, and £67 million in the third. The consortium 
has promised production of 68 million tons of crude and 
refined petroleum in this same three-year period, though 
refined production is expected to recover only to about 
half of the 1951 rate, and will amount to only 13 million 
tons in the third year. Thereafter the consortium agrees 
to continue taking quantities of crude oil which would 
reasonably reflect supply and demand conditions for 
Middle East crude oil, assuming favorable operating 
and economic conditions in Iran. Payments to the Na- 
tional Iranian Oil Company will be made in the form 
of crude oil up to 12% per cent of total exports, and oil 
for Iranian consumption will be provided substantially 
at cost; this company will be responsible for all facilities 
and services (e.g., training, transport, and housing) not 
directly a part of the producing, refining, and transpor- 
tation activities of the operating companies. 

The U.K. and Iranian Governments have reached gen- 
eral agreement on payments arrangements between Iran 
and the sterling area, which will take effect when the 
agreement is ratified. They are similar to those in oper- 
ation prior to 1951. All transactions will normally be 
settled in sterling. Iran will be given full “transferable 
account” facilities and also facilities for converting ster- 
ling into dollars under certain agreed conditions. In the 
meantime, the U.K. Government has undertaken, as a 
special measure, to remove immediately restrictions on 
sterling payments between Iran and the non-dollar worid. 
Source: The Financial Times, London, England, Au- 

gust 6, 1954. 


Far East 
India's Five Year Plan 


The Indian Minister of Finance has indicated that 
there may be a further expansion of the first Five Year 
Plan. The amounts allocated for economic development 
programs have not always been spent according to sched- 
ule, owing to administrative difficulties, faulty planning, 
and import bottlenecks. This, coupled with the economic 
conditions now prevailing in the country, has necessitated 
a review of the entire situation, to determine whether 
there is sufficient slack in the Indian economy to justify 
a further expansion of the Plan. The Minister added that, 
in the event of additional allocations, the Planning Com- 
mission might help local bodies with increased financial 
assistance, to implement high priority programs. (See 
also this News Survey, Vol. VII, p. 22.) 

Source: The Times of India, Bombay, India, August 1, 
1954. 
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Ceylon's Budget for 1954-55 


The Ceylon budget proposed for the fiscal year October 
1954-September 1955 provides for total expenditure of 
Rs 1,076.3 million; the latest revised estimate of expendi- 
ture for 1953-54 is Rs 1,041.9 million. Capital expendi- 
ture for 1954-55 is estimated at Rs 452 million, of which 
about 78.9 per cent will be used for projects of an eco- 
nomic nature. Total revenue is estimated at Rs 1,027.5 
million, against the revised 1953-54 estimate of Rs 991.3 
million. The main components are export duties, Rs 272.4 
million; import duties, Rs 241.5 million; income and 
profits tax, estate duty, and stamps, Rs 237.4 million; and 
excise tax, Rs 52.4 million. The deficit of Rs 48.8 million 
will be more than covered by drawings on the U.K. loan 
(see this News Survey, Vol. VI, p. 313), which will 
amount to Rs 64.5 million during the fiscal year. The 
revised estimates for 1953-54 indicate a deficit of Rs 50.6 
million, which is less than the original estimate of about 
Rs 89 million. 


No major tax changes are proposed, but some customs 
duties are to be revised. Import duties will be reduced for 
machinery for making exercise books and for making 
matches; special boiling point spirit used for extracting 
vegetable oils; components of and parts for radios; dyes 
and dyestuffs; fertilizer, including animal bones; marine 
diesel engines; pedal bicycles; and sports materials. Ex- 
emptions from import duties will be allowed for dairy 
equipment, poultry farming apparatus, and fish hooks. 
Import duties on eggs and motorcars are to be increased. 
The export duty on pepper will be reduced, but that 
on cocoa will be increased. Reductions of duties will 
result in a loss of revenue of approximately Rs 2 million, 
which will be offset in part by a gain of Rs 1.5 million 
from the increased duty on cocoa. 


In presenting the budget, the Minister of Finance in- 
dicated that there has been some improvement in Cey- 
lon’s economic conditions. External assets have risen to 
Rs 758.9 million (US$159.4 million), from a low of 
Rs 605.6 million (US$127.2 million) in November 1953. 
The total money supply contracted during 1953 and the 
first four months of 1954; but during recent months, it 
has been relatively steady at around Rs 800 million. The 
Government accumulated a net cash operating surplus of 
Rs 69.3 million in the first eight months of the current 
fiscal year, from October 1953 to May 1954, which was 
in strong contrast to the deficit of Rs 191 million in the 
comparable period of the previous fiscal year. The cash 
surplus and other resources were used to retire domestic 
debts, with the result that the total net domestic debt fell 
to Rs 792 million by the end of May 1954, from Rs 925 
million in October 1953, the beginning of the current 
fiscal year. , 


The increase in external assets was due in part to the 
credit of Rs 48.1 million (£3.6 million) up to May 1954 
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from the U.K. loan of £5 million (Rs 66.7 million). In 
addition to the U.K. loan, the Government had received 
a loan of US$19.1 million from the International Bank | 
for Reconstruction and Development (see this News Sur. ¥ 
vey, Vol. VI, p. 397), and aid equivalent to Rs 30 million | 
under the Colombo Plan. The improvement in the terms F 
of trade—from 109 in 1952 to 122 in 1953 and to 135 
by the beginning of May 1954—also was a contributing 
factor. The Government’s cash operating surplus, how. 
ever, was due partly to the deferred payments on ac. 
count of rice purchases from China and Burma. Mone. 
tary measures from July 1954 to the present include a | 
reduction of the Central Bank rate from 3 per cent to 
2% per cent, a decline of the Treasury bill rate from | 


FIFTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the fifth in the series prepared in 
accordance with Article XIV of the Fund Agreement. 
The main theme is the progress made in removing 
restrictions during 1953 and the first months of 
1954. The steps taken by such countries as Belgium, 
Germany, the Netherlands, and the United Kingdom 
in removing restrictions are traced, and attention 
is drawn to the reduction of discriminatory re- 
strictions by these and other countries. The Report 
covers developments in multilateral exchange arbi- 
trage in Europe, changes in retention quota prac- 
tices, and developments in trade and payments agree- 
ments. It shows that, while a considerable amount 
of restriction is still exercised by countries through- 
out the world, the progress made by leading trading 
nations in the past year has brought about a con- 
siderable reduction of over-all restriction and that 
this has helped considerably to prepare the way 
for eventual convertibility of currencies. 


The second part of the Report consists of a series 
of country surveys covering the exchange controls 
and restrictions of 46 member countries. (Similar 
surveys for 7 nonmember countries are appended to 
the Report.) These surveys describe the origin and 
essential features of each country’s exchange control 
and give a brief description of the exchange rate 
system, of the authorities which administer the con- 
trols, of special arrangements governing the method 
and currency for settlements with countries, and 
of the operation of the accounts of nonresidents. 
This is followed by an outline of the requirements 
affecting payments for imports, exports, invisibles, 
and capital items, and a chronological listing of the 
more significant changes in exchange practices which 
took place during 1953. 


The Report is available without charge. Requests 
should be addressed to 
The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 
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2.48 per cent to 1.65 per cent, and a reduction of the 
demand deposit reserve ratio from 14 per cent to 10 per 
cent (see this News Survey, Vol. VI, p. 113). 


Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, July 10, 
1954. 


Thailand's Imports of Dairy Products in 1953 


Thailand imported 67.1 million pounds of dairy prod- 
ucts, valued at US$8.8 million, during 1953. Of the total 
volume, 55 million pounds were sweetened condensed 
milk, 9.3 million pounds unsweetened condensed milk, and 
1.5 million pounds dry whole milk. About 75 per cent, or 
$6.7 million, of Thailand’s dairy imports were from the 
Netherlands, and about $500,000 from the United States, 
most of which was dry whole milk. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., August 2, 1954. 


Taiwan's 1954 Rice Crop 


The agriculture and forestry commissioner of the 
Taiwan Provincial Government has reported that attain- 
ment of the goal of 838,000 metric tons of unpolished 


| rice for the first rice crop of 1954 is virtually assured, 


with harvesting completed in some parts of the province 
and nearing completion in other rice-growing areas of 
the island. The second crop is estimated at 922,000 metric 
tons. Thus preliminary estimates for the total 1954 crop 
indicate output of 1,760,000 metric tons of unpolished 
rice, which is 7.3 per cent higher than actual production 
in the record year 1953, and 25.5 per cent higher than 
output in 1938. 


Source: Chinese News Service, Press Release, New York, 


N. Y., August 3, 1954. 


Japanese National Income in 1953 


According to the Economic Counsel Board, the national 
income of Japan in 1953 was ¥ 5,878 billion. In real 
terms it was 34 per cent above the prewar (1934-36) 
level; and real per capita income rose by 6 per cent. 

In current prices, the 1953 national income was 16 per 
cent above that in 1952. Bad crops affected adversely the 
income originating from primary industries, reducing 
their share of total national income from 25 per cent in 
1952 to 23 per cent in 1953. The percentage share of 
secondary industries remained at around 31, but that of 
tertiary industries rose a little, from 45 to 47. 


Wage and salary incomes increased by about 20 per 
cent in 1953 and formed about 48 per cent of total na- 


tional income. Total personal incomes rose by ¥.781 
billion (16.4 per cent). Personal consumption expendi- 
tures increased by ¥ 1,334 billion (19.5 per cent) ; taxes 
on personal income, by ¥ 38 billion; and personal savings 
by ¥ 40 billion. Personal savings formed 15 per cent of 
total personal incomes in 1953, against 17 per cent in 
1952. 

Gross private domestic investment was 20 per cent 
higher in 1953 than in 1952, but it formed 20 per cent 
of gross national expenditure, compared with 24 per cent 
in the previous year. In 1953 there was a net foreign 
disinvestment of ¥ 73.2 million, compared with net for- 
eign investment of ¥ 56.5 million in 1952. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, July 3, 1954. 


United States 
U.S. Housing Boom 


The Department of Labor reports that new nonfarm 
housing starts in the United States rose contraseasonally 
in June. Totaling 120,000, they were 12 per cent above 
those of the previous month and 15 per cent above June 
1953. The number of new houses put under construction 
in the first six months of this year is slightly less than 
the number for the first six months of 1953; near-record 
activity in private starts was offset by a decline in public 
housing. 


The National City Bank of New York in its Monthly 
Letter for August states that, on the basis of the number 
of private housing starts, the postwar building boom 
has far surpassed the previous boom in the 1920’s. Starts 
per 1,000 of population, however, indicate that postwar 
building is no higher than in the 1920’s, and that ex- 
penditures on residential construction as a proportion 
of gross national product are somewhat lower. 


Predictions during the past year of a decline in resi- 
dential construction have been based largely upon the 
reduction in household formation; between 1948 and 
1953 there was a reduction of 40 per cent. The number 
of marriages has fallen one third since the end of the 
war. Demand for housing, however, has been sustained 
by a number of important influences other than mar- 
riages and family formation. Most important is the 
maintenance of high levels of income, which have enabled 
people either to enter the housing market for the first 
time or to seek better housing. While marriages have 
declined, individual families have more children today 
than formerly, forcing heads of households to seek larger 
quarters. Shifts in population from cities to suburbs 
have added to the need for new housing facilities. Also 
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of importance have been the liberal down-payment and 
amortization terms under government-guaranteed Vet- 
erans Administration and Federal Housing Administra- 
tion loans, which have given great stimulus to the pur- 
chase of houses. 


Sources: The Wall Street Journal, July 26, 1954, and 
National City Bank of New York, Monthly 
Letter on Business and Economic Conditions, 
August 1954, New York, N. Y. 


U.S. Cotton Crop Forecast 


The U.S. Department of Agriculture has forecast the 
1954 cotton crop at 12,680,000 bales, a 23 per cent re- 
duction from the 1953 crop of 16,465,000 bales. For 
1943-52, the annual average was 12,448,000 bales. The 
sharp reduction this year is due to acreage restrictions 
and marketing quotas imposed by the Department. If 
drought conditions in the southeastern and central areas 
persist, the crop may fall below the recent forecast. The 
indicated crop would be about one million bales less 
than required during the current marketing year, and the 
deficit would be made up from surplus stocks held by 
the Government under the price support program. 


Source: The Journal of Commerce, New York, N. Y., 
August 10, 1954. 


Latin America 


Commercial Credit Restricted in Nicaragua 


Commercial banking institutions in Nicaragua have 
been ordered to reduce their commercial credit portfolio 
over a period of three months to the level obtaining at 
the end of last December. This restriction has been 
imposed to protect the country’s balance of payments 
position, which, it is feared, may deteriorate because of 
the large number of requests received for import permits 
in the final quarter of 1954. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., July 19, 1954. 


Prices and Supply of Bolivian Foodstuffs 


To quiet rumors of an increase in foodstuff prices in 
Bolivia, the Minister of Economy has declared that there 
will be no increase in the prices of bread, sugar, rice, 
powdered milk, and other consumers’ goods. He also 
stated that, for all foodstuffs acquired through the Min- 
istry of Economy, there will be no change in prices; and 
that the country’s requirements have been met. Imports 


have been adjusted to real needs, and the Ministry of | 
Economy has assumed the responsibility for supplying | 
the food needs not only of the population, but also of the | 
Mining Corporation, small and medium-sized mining F 


companies, private and public railways, the army, etc, 


The Minister stated further that the Ministry of Economy ; 
is able to purchase food at exceptionally advantageous | 


prices—much lower than those obtained by private 
importers. 


The Minister declared that the recent. allocation of | 


licenses to import foodstuffs, as well as the imports made 
under the terms of the Economic Assistance Agreement 


between the Governments of Bolivia and the United | 


States, assure a normal supply of foodstuffs. The supply 
of sugar has been assured until December 1954; wheat 


and flour until October of this year; rice until February fF 
1955; powdered, evaporated, and condensed milk until § 


August 1955; tires and tubes until December 1954; lard 
until October 1954; edible oil until November 1954; and 
pressed cotton until December 1954. The Ministry of 
Economy tries to make purchases at the most favorable 
time. Purchases are subject to partial shipments, in 
accordance with domestic requirements, and are paid for 
through circular letters of credit, confirmed as shipments 
take place, in order that the Central Bank will not be 


obliged to make dollar payments in large lump sums. 


To ensure the equitable distribution of foodstuffs, 
quotas have been assigned not only for civilians, but also 
for the general stores (the pulperias), the nationalized 
mines, the railways, the army, consumers’ cooperatives, 
those in rural areas, etc. 


The purpose of the measures, the Minister said, has 
been to demonstrate that the supply of food in Bolivia 
has been calculated on firm bases, which will permit 
the prices of these goods to remain stable indefinitely 
and which will eliminate shortages. 


Source: La Nacion, La Paz, Bolivia, July 28, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 


quoted and are not necessarily those of the Fund. 
The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 











Vol. V1 





| The 
| Intern 
of the 
terms ¢ 
) and fi 
' the Pa 





Season 


The 
change 
an eas 
exchar 
the off 
been s 
Its val 
has al: 
able s 
lower 
quotat 
$2.791 
in the 
New } 

The 
not vii 
conce! 
on dol 
New Z 


relaxa 


- sterlin 


Trade 
1954 « 
was te 
on dol 


Orc 
been 
July. 
to en 
small, 
York 
requil 
tobac 
largel 
the fa 
buyer 





